Ministerial Guidelines on Differential Rates

Explanatory Note
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Background 

A 2012 amendment to the Local Government Act 1989 empowered the Minister for Local Government to set Guidelines for the application of differential rates and to prevent Councils from applying differential rates that are inconsistent with those Guidelines.  To assist in the process of drafting suitable Guidelines, the Minister for Local Government, the Hon. Jeanette Powell MP established the Differential Rates Ministerial Committee members comprising:
· David Morris MP, (chair) Member for Mornington, Parliamentary Secretary for Local Government, 

· David O’Brien MLC, Member for Western Victoria. 

The Committee developed draft Ministerial Guidelines and a discussion paper and consulted with key stakeholders, peak sector bodies, local councils and the community. The Committee had an opportunity to hear from many different groups and individuals and make recommendations to the Minister reflective of these views. 
Final Guidelines 
Intention
The intent of the guidelines is to reduce complexity and the inconsistent application of differential rates across local governments in Victoria. 
The Guidelines have been designed to provide clarity and consistently for councils in their decision making about the setting and use of differential rates:
· The Minister’s expectations for how they can be applied
· the determination requirements in considering differential rate objectives, and 

· the consideration of how and when differential rates are likely to be a useful tool to achieve those objectives .
The Local Government Act 1989 

S.161 (2A) requires that local government must have regard to these Guidelines before declaring a differential rate for any land.  The guidelines are to be issued under S.161 (2B) and will be in force following publication in the Government Gazette.
Application of guidelines
The guidelines are applicable to councils’ 2013-2014 budgets.  They will complement councils existing rating strategies and support the uptake of greater rigour and transparency in the development of differential rates.
Implementation 

For most councils the introduction of the guidelines will present minimal disruption to the 2013-2014 budgets.  

The Minister for Local Government will issued these Guidelines under the provisions of S.161(2B).  The Minister is empowered to make a recommendation to the Governor in Council to make an Order in Council to prohibit a differential rate if it is considered to be inconsistent with the Guidelines. 

The Minister will have close regard to the proposed differential rates of Councils (as per their draft budgets) with the intention to utilise S.161(4) powers during the 28 day statutory draft budget public notice and consultation period in advance of Councils adopting their annual budgets.  

The Minister will utilise S.161(4) powers to prohibit any proposed differential rates which these Guidelines have identified as not appropriate types and classes of land for the application of differential rates.
Frequently Asked Questions

· My council currently has a farm differential rate.  Will this still apply?


Yes.  The Guidelines recommend that councils consider a farm rate if they have farms in their municipality.  However councils will be able to set the rate at the level appropriate to their local circumstances and community needs.
· My council currently doesn’t offer a reduced rate for retirement villages.  Will the Guidelines make such a rate compulsory?

No – the Guidelines do not make a retirement village rate compulsory.  They do however require councils to consider setting such a rate.

· Council currently declares a differential rate for smaller settlements that are away from larger townships. Will this still be allowed under the Guidelines?


Yes – but the Guidelines will require that councils are more transparent and considered in their development of differential rates and the reasons for doing so.


· Will my council be able to declare specific rates for electronic gaming machine venues and late night licensed venues?

No – the Guidelines make it clear that the use of differential rates against such specifically identified properties is inappropriate.  Where particular costs are incurred by councils directly related to such venues then other revenue instruments are much more appropriate to offset these costs.  Rates are essentially a property tax based on the property value, so applying highly specific application criteria to target legitimate business activities that take place on the land is not appropriate.   
· Will my council be able to declare rates for commercial/industrial properties?
Yes – councils will be able to use broad categories that apply to commercial and industrial properties.  The Guidelines set an expectation that such decisions are taken with care and consideration of the impact on the properties concerned and the broader community.
· To facilitate development in town centres Councils levies a differential rate on vacant developable land. Will this still be allowed under the Guidelines? 

Yes – the Guidelines state that the use of differential rates to act as an incentive for property owners to develop vacant or derelict land is appropriate.
· Is the Minister going to use the prohibition powers for rates that are inconsistent with the Guidelines?

The Guidelines make it clear that the Minister will seek to exercise the prohibition powers provided for by the Local Government Act 1989. Differential rates that are inconsistent with the Guidelines will be examined closely. 

Next steps 

The Victorian Auditor General’s 2013 report Rating Practices in Local Government has highlighted many opportunities for better rating practices by councils as well as examples of current good practice.  

The recommendations of this report present an opportunity to working collaboratively with the sector to develop better practice and supporting material to assist this goal.  Further information on this project will be available shortly.
For further information on the guidelines please contact Local Government Victoria, phone: (03) 9208 3631 or email: local.government@dpcd.vic.gov.au 
Authorised and published by the Victorian Government 2013

Local Government Victoria

Department of Planning and Community Development

1 Spring Street, Melbourne VIC 3000

Disclaimer

While every effort has been made to ensure that the information is accurate, the Department of Planning and Community Development will not accept any liability for any loss or damage which may be incurred by any person acting in reliance upon the information 
.
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